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PREFACE 


Over the past few years, the Canadian Council on Social Development has 
become increasingly concerned about the effects of the land market on 
the potential for provision of affordable housing to low and moderate 
income canadians. As a result of this concern, the Council, in con- 
junction with the Housing Committee, sponsored a small advisory group 
to investigate the land question and to devise the best action for the 


Council to take regarding urban land policy. 


The advisory group was cognizant of the fact that when the Council 
launched its campaign for A Right to Housing in 1966 and sponsored the 
first Canadian conference on housing in 1968, the question of “rising 





land costs" was of utmost importance to the housing question. In 1968, 
Central Mortgage and Housing Corporation had estimated that land rose 
from around 10 per cent of the total cost of a new house in 1951 to from 
17 to 20 per cent in 1967. The advisory group knew that today's land 


costs are much higher than 20 per cent of the cost of a new house. 


The advisory group believed that although the questions of urban land 
policy had been raised during many conferences in recent years, the debate 


had been purely academic - not reaching those who needed to participate 
the most in such a discussion, the local and provincial decision-makers. 
Likewise, the literature was difficult to understand and not geared to 
persons faced with some very difficult decisions on land matters. 


Therefore, a symposia on urban land policy was planned and executed 
to bring the debate on urban land policy closer to home. The members of the 
original advisory group were Lloyd Axworthy, Serge Carreau, Gerard Divay, 
Raymond Dubois, Catherine Kemp, Lynn May, Stuart McFadyen, Gilles Paquet, 
and Peter Spurr. Appreciation is extended to the group for carrying the 
symposia and production of the technical papers over the long road to 
completion. The funding for the symposia was provided by Central Mortgage 
and Housing Corporation. 


Of course, the symposia would not have resulted without the perseverance 
of CCSD staff. Jeffrey Patterson served as director of the project. He 
supervised the preparation of the technical papers and the proceedings as 
well as served as the principal author of the CCSD background paper. 

Denis Deneau co-ordinated the conference preparations and contributed to 
the CCSD background paper. Jan McClain has prepared the final text and 
bibliography for the Proceedings, with assistance from Valerie Bachynsky, 
the CCSD information officer. 


A special note of thanks should be extended to Peter Spurr of the Land 


Assembly and New Communities Division, Central Mortgage and Housing Corpora- 
tion. Without Mr, Spurr's guidance and assistance, the project would not 
have succeeded. In addition, a special note of thanks should be extended 
to the authors of the technical papers and to the invited respondents who 


provided the symposia participants with the basis for a lively discussion, 


It is our hope that the debate has not ended on urban land. Along this 
line, the CCSD Housing Committee is submitting a major land policy statement 
to the Board of Governors. The Canadian Council on Social Development will 


soon issue its recommendations with the intent of promoting further debate 
and responsible government action on the land question. 


Agnes Benidickson, __ 
Interim Executive Officer 


This book is an invitation to readers to enter the continuing discussion 
about land policy in Canada, pening its covers reveals leaislators 

from federal, provincial and municipal governments, engrossed in conversa- 
tion with experts and senior advisers about the problems of urban land 
during the late 1971s. They are expressina their views frankly on a ranae 
of land-related issues - they want and need other people with different 
experiences, to join in this discussion. Their candour provides a sinqular 
opnortunity to understand the thinking of these policy-makers, and to build 
on the base of knowledge made available by their meetings. 


The book is part of a unique experiment in oublic policy-making. It 
is the combined transcript of two unusual symoosia, held by the Canadian 
Council on Social Development in Calqarv and Montreal durina the fall of 
1977. The participants at each meeting were elected officials, renpresentina 
a regional cross-section of the three levels of government, the political 
parties, and various urban and suburban interests. Each symposia considered 
five technical papers on land policy issues, presented by their authors. 
In addition, the meetings heard thoughtful addresses aqiven by three prominent 
public figures who, earlier in 1976, had delivered Canada's surprising stance 
on land policy at the U.N. Conference on Human Habitation. This book is 
a compendium which conveys all of these symposia proceedings to a wider 
range of participants, so the discussion can expand. 


This discussion comes at a turning point for land policy in urban 
Canada. The first half of the 1970s was a tumultuous period in land 
markets. Demand soared, as the "baby boom" sought home ownership and 
double-digit inflation inflamed peoples buying power. The supply process 
was Strained, as the construction industry shifted into production of record 
levels of single family dwellings, and the government infrastructure and 
approval apparatus geared up to accommodate massive growth. As the boom 
spread, housing and land prices spiralled, and government budgets were 
pressed upwards to provide and subsidize housing for the lower income groups 
that this frenetic activity left behind. Heating and transportation costs 
jumped, and medium density housing forms emerged as the best solution to 


this complex of problems. Then, in late 1975 and 1976, demand softened, 





prices began to stabilize, and the urban community got a chance to take 
stock, peer into the future, and reflect. 


The expectations for the future are not clear, It apnears that 
household formation, the source of new demand for housing and land, has 
levelled off and will decline durina the 1980s. The higher cost levels 
established during the boom are now locked into the system, and all 
governments, develoners, and consumers must,in makina their decision, be 
particularly attentive to costs. The politicians and their advisors will 
play central roles in representing the entire community during these 
delicate decisions. It seems particularly appropriate, then that the pro- 
ceedings of these meetings between politicians and their advisors are 
now available to the general public. 


Peter Spurr 

Land Assembly & New Communities 
Division, 

Central Mortaage and Housing Corporation 

October 1977. 





OPENING REMARKS 


Member of the Legislative Assembly, Manitoba, executive director of 
The Institute for Urban Studies, University of Winnipea and member 
of the CCSD Housing Committee and the advisory group which planned 
the urban land policy symposia. 


My name is Lloyd Axworthy, and I am here to express the welcome on 
behalf of the Housing Committee of the Canadian Council on Social 
Development, and particularly the advisory group which has for the 
past year or so been working on developing this particular symposium 
on urban land policy. 

I would like to focus for a moment on the rationale underlying 
this symposium. Most of the conferences and workshops on land policy 
issues have been intended for groups of experts, professionals, planners 
Or academics. One group often missing from these sessions has been the 
elected representatives who are going to have to make some pretty serious 
decisions in the next couple of years. The hosts of this symposium 
have, therefore, deviated from normal practice by inviting a number of 
elected representatives from the different levels of government to 
discuss their combined and individual concerns for urban land policy 
issues. We have attempted to enrich that discussion by providing 
background and technical papers that try to state some of the policy 
options and policy issues that are very current and very critical across 
Canada. The rationale underlying this symposium was to allow and enable 
elected people to bring their own concerns to some exchange, as well as 
to enable them to acquire some information, data and ideas that may 
inform and improve their own ability to debate and discuss these issues 
when they come up on the agendas of city councils or federal or 
provincial legislatures. 

1 would like to thank those who have made this symposium possibile. 
The caucuses of the different federal and provincial parties have 


| syated by responding r invitatio d in recommendine dj | | 
co operated by responding to our invitation an atta an OPENING REMARKS 
suggesting members of those different caucuses who might wish to 

attend or who might benefit from attending. The Federation of Canadian 


Municipalities was very co-operative in helping us contact municipal 


Reuben C. Baetz 


councils and mayors. 


I would also like to thank the Central Mortgage and Housing | 
Corporation, which supported the symposia with a generous grant, and Member of the Provincial Parliament (Ottawa-West), and former executive 
i i Se : arete director, Canadian Council on Social Development. 
the Canadian Council on Social Development, which has supported 


efforts like this over the years and which has provided the time of 


= om ee The Canadian Council on Social Development is a non-governmental organ- 
some of its core proaram staff. 


ization which obtains funding from the various levels of government, 
various private agencies and from individual members. We get annua} 
Sustaining grants from the federal government, as well as from all of 
the provincial and territorial governments. We also receive grants 
from 70 of the largest municipal governments in the country. Being 
non-governmental, we also get sustaining grants from all of the 

United Community Funds in the country, from some 800 social agencies, 
from 300 of the largest corporations in the country and from organized 
labor. Our central function is the formulation and the promotion of 
social policies. We are therefore, very much involved in the political 
arena, because that is where, ultimately and eventually, all] social 
policies and social legislation and social programs are discussed and 
sanctioned. We are also non-partisan. We have on our Board of Gover- 
nors, wnich 1s made up of 60 people from across the country, active 
Tories, active Liberals and active New Democrats. We have people who, 
I am Sure, are against the trade union movement, but we also have Joe 
Morris, President of the Canadian Labour Congress, on our Board. 


Our Council attempts to articulate social policy issues in 
six different areas. The first is income security. We are very actively 
engaged and interested in such things as family allowances, pension 
plans, unemployment insurance and manpower. Health and the health 
delivery system in Canada is a second area. In the personal social 
services we deal with such items as child welfare, homemaker services, 
counselling services and day care. We are very active in the field of 


law and social development because law cuts right across the other 
fields in which we are active. We are also very interested in 
citizen participation, how we in this country participate in the 
creation of legislation and policies at the federal, provincial 


and local levels. 


And, finally, we are very much interested and active in the 
field of housing, in the broadest sense of the term. This is illustr- 
ated by the fact that we are involved in this two-phase symposium on 
urban land policy. Housing is by far the most difficult and most 
complex field in which we are involved. 


There are a number of reasons for this. Housing involves 
directly, not one or two levels of government, but very often four 
tiers -- federal, provincial, regional and local. Very often, it 
also involves neighborhoods. There is no other social field in our 
country that involves everybody so intensively, from the very small 
neighborhood to the federal government. 


The fact that the effects of any policies we might initiate 
in housing and land use are so long in coming and so difficult to 
predict also make it a very difficult soctal policy area in which to 
operate. Housing and land use are far more difficult to set up social 
programs for than health or the personal social services or manpower 
training because, as all of you know, once @ community or a region 


Or & province has committed itself to a certain pattern of development, 


and the building has taken place, you are stuck with it. You cannot 
turn the clock back as you can in so many social policy areas. 


It is in the field of housing and land use, more than in any 
other social policy area, that the private economy and the welfare 
State meet, and the trade-offs have to take place. Therefore, it is 
in this area that our value system is often articulated. We discuss 


how much private enterprise, how much planned economy, how much profit, 


how much for the community good we are going to have. This was 
reflected at the recent United Nation's conference on human settle- 
ments in Vancouver. Because we will be discussing social policy 
issues that reflect our values so thoroughly, it is extremely 
important that elected officials, reflecting the values of their 
constituents, are brought together in meetings such as this. 


Geffrey Patterson, director of research, Toronto Social Planning Council, 
and former CCSD housing program director 


In his presentation to the Calaary symposium, Patterson noted the 
substantial increases in housing and land prices that have taken place 
in recent years. "For single family detached homes financed under the 
National Housing Act, housing and land prices increased 50.2 per cent 
‘in 1975 and 190 per cent over the last decade. Over the same 10-year 
period, the and component for a single detached house developed with 
a NHA mortgage increased from 17 to 23 per cent nationally and from 
19 to 46 per cent in Vancouver, from 14 to 40 per cent in Victoria, 
from 19 to 28 per cent in Calgary, from 19 to 31 per cent in Winnipeg 
and from 21 to 27 per cent in Edmonton." 

These land and housing cost increases are of interest to the 
Canadian Council on Social Development for several reasons, said Mr. 
Patterson. These include their implications for the standard of 
living of the average Canadian, possible distortions in governments’ 
social housing policies and the resolution on the recapture of profits 
from land development, which was passed by delegates to the United 
Nations Conference on Human Settlements (Habitat). 

Mr. Patterson also mentioned the federal provincial task force 
on the supply and price of urban residential land. “It is imperative 
that legislators and ordinary citizens articulate land policy issues so 
that an intelligent response can be made to the anticipated task force 
report, " 

“Many Canadians take a cynical view regarding the potential 
for future urban land policy changes. They reason that most Canadian 
households, especially those that are already home owners, have a vested 
interest in continued housing cost inflation. There is little doubt 
that those existing home owners who are paying off larae mortgages, 
especially those that bought at the rates prevailing recently, would be 
hurt. 
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“On the other hand, I think that a great many of us would favor 
policies that would stabilize housing prices. Inflating housing prices 
effect those moving from one home to another as well as those trying to 
gain entry into the housing market. A view which should probably be 
given great weight was expressed recently at a conference of The Canadian 
Council on Urban and Regional Research. The authors of one paper conclude 
that Canada was able to maintain more stable housing prices from the 
1920s through the 1960s by utilizing what they term the “suburban land 
strategy." We tended to build trunk sewers, to expand our highways, etc., 
to keep expanding the suburban areas to make it possible for every Canadian 
family to own its own single detached house. That strategy was very 
expensive. Municipalities are less financially able to pursue that policy 
than they once were. The standards for those services have gradually 
increased. We now insist on collecting all of our sewage and treatina 
it prior to dumping back in our rivers and streams. ‘The municipalities 
are strapped for funds these days and they therefore cannot afford to 
carry out the suburban strategy of the 1920s to the 1960s. This fact 
will certainly bear on any programs that we undertake in the future. There 
are many people who would advocate a freer planning process, which is a 
return to the suburban land strategy that | am referring to, but that 
Strategy, as the authors of that paper stress, 15 just too expensive and 
without other changes in the system it will not take place." 

Mr. Patterson went on to summarize the data, contained in the 
background paper, about prices as related to incomes and their impact on 
different income groups. These data indicate, he said, that "the burdens 
of any house price increase are borne to a greater extent by the poor than 
anybody else.” 


i 


“Tf one looks at aggregate indicators," said Mr. Patterson, the 
performance of Canadian governments in producing housing is better than 

it has been at any time since World War II." However, Mr. Patterson 
expressed some reservations about the adequacy of aggregate housing 
performance targets. Immigration into Canada over the past five years was 
double Statistics Canada projections, he said. "This in itself, and 
especially the fact that most immigrants go to our larger cities, has an 
effect on housing demand. 


34 





Likewise, internal migration, in some cases, has been skewed in a way that 
was not predicted five years ago. Alberta's minister of housing recently 
told us that immigration into Alberta for the past several years has been 
about double what was projected a few years ago... High net immigration 
into Canada and internal migration to certain cities and provinces, 
especially in the fact of limited land supply, may have had a very large 
impact on housing prices." 

Mr. Patterson also spoke about the shift in priorities of government 
social housing programs. "Governments in Canada have decided that they 
can no longer afford the heavy social housing subsidies, especially in the 
public housing program, that they were getting into as a result of risinc 
prices.” 

"In conclusion, let me stress that I do not know what the solutions 
are. When CIHC President William Teron was in Calgary he suggested a scheme 
that would see the surplus increment in land prices captured by government 
and then diverted into housing subsidies. That's one answer and I think 
it is worth considering. I hope that before this symposium is over we 
discuss the answers in greater detail." 
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BACKGROUND PAPER 


Jeffrey Patterson, former CCSD housing program director, and 


Denis Deneau, conference co-ordinator 


Another cause of unrest which we met with at practically every 
place we visited was the scarcity of houses and the poor quality 
of some of those which did exist... 


The high price of building land and of building material have 

made it impossible for the worker to provide himself with a home, 

and some means should ge adopted, with as little delay as possible, 

to remedy this defect.' 
This observation on the part of Mr. Justice Thomas Graham Mathers, Chairman 
of the Royal Commission on Industrial Relations, was made over 57 years ago. 
The current situation is apparently much the same. During 1975, the average 
cost of a lot for a detached, single-family house in Canada increased by 
50.2 per cent, certainly the largest increase in a single year in Canada's 
recent history.¢ Altogether, prices of lots for single detached lots 
increased by over 190 per cent in the 10 years from 1965 to 1975, from 17 
per cent of total house price to nearly 23 per cent for single detached homes 
in Canada's metropolitan areas.% 


Why has such a large lot price increase coincided with what many 
have perceived to be a levelling off in the price of houses and a softening 
of the residential real estate market? The principal reason appears to be 
further intensification of price increases in a few metropolitan areas, as 
well as the spread of large price increases to areas that had not experienced 
such rapid price movements in the past. From 1965 to 1975, the price of lots 
for single detached houses in metropolitan Toronto increased from 29 per cent 


1. Report of the Royal Commission on Industrial Relations by Mr. Justice 
Thomas Graliam Mathers, Chairman, in supplement to The Labour Gazette (Ottawa: 
Queen's Printer, July 1919) p. 13. 

2. Central Mortgage and Housing Corporation, Canadian Housing Statistics, 
1975, Table 8&8, 

3. Peter Spurr, Land and Urban Development (Toronto: Lorimer, 1976), Tables 
2.0 and 2.1, and Ibid. 
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of the total house price to 43 per cent. The increase was from 19 to 46 
per cent in Vancouver, from 14 per cent to 40 per cent in Victoria, B.C., 





TABLE 1 


LAND COSTS AS A PERCENTAGE OF TOTAL HOUSING COSTS 
—- NHA ESTIMATES — 1965-1973 _ 
- Bungalows - All Single-Detached Houses 


ae eee TEE EE ——E——EE 








bdbury Paty 16% 12% by 4 19% 23% 24% 25K 267, 26% 26% 
pronto 29 31 33 33 34 35 38 36 37 31 43 
lancouvet: i9 19 19 21 24 28 30 32 35 4&3 46 
amilton 27 2] 28 3] 33 36 37 38 39 46 4i 
Hctoria b 14 16 23 25 26 27 27 30 39 40 
indser 16 19 20 22 23 21 22 2 27 29 28 
Mmonton 21 20 19 23 23 2 23 26 25 25 27 
itchener 18 20 22 25 26 7 28 2 30 33 36 
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gene: }? 12 il 38 18 20 26 21 18 17 19 
| John's 1 17 18 19 23 25 22 21 23 22 24 
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Lnnipes 7 +? 6° 2.0 28, 2 LB By a sl 
aint John 16 145 13 13 14 16 16 i8 18 2] 18 
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). GMA" s 1 18 19 19 20 22 24 Z 20 18 23 
eVvina 13 12 kz 1? 17 16 18 1? 17 16 1? 
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gntreal L4 14 14 12 11 13 12 12 10 g g 
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Yet, as will be seen below and as now seems to be the commonly 
accepted wisdom, there is little evidence that lot prices are "leading" 
inflationary trends in the price of residential real estate. Over the 
past decade, the price of existing housing has been increasing at a faster 
insured mortgages. 


The price of land itself may be residual. That is, it 
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from 19 to 28 per cent in Calgary, Alberta. Table 1 depicts these changes. 


1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 


rate than that of new housing, at least new homes with National Housing Act- 


Tetal 


Hows td 317, 
Cost 


37,377 
37,058 
47,799 
50,956 
58.216 
37 ,OD. 
48,510 
46,242 
46,475 
36,375 
35,035 
32,875 
37 ybfe 
38,479 
43,014 
30, 50€ 
35,492 
36,449 
33,316 
29,557 
29,584 
30,177 


RCE: Calculations from CMHC, Canadian Housing Statistics -— 1965 to 1975 inclusive. 
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is part of the price of a home, that price otherwise being determined by 
supply and demand in the market place. Of course, this also means that 
urban land is taking on greater importance as a commodity in the Canadian 
economy. The owners of land are claiming a large share of the productivity 
of our economy. 

There are many who feel that the implications of these trends are 
profound, that they indicate an erosion of quality of life in Canada. Others, 
of course, feel that the price function and the market place are playing 
their proper role. 

We may be living at 
detached home and the row house may become more common. 
condominium apartment, a type of dwelling commonly characterized as 
unsuitable for families, but which might be quite suitable for singles 
and couples. Many of the amenities of urban life may become more difficult 
to provide in the future, as the cost of land to accommodate them becomes 
more expensive, although it is true that many municipalities have claimed 
a portion of the residual value of urban land for the community by requiring 
that certain public amenities be provided by developers as part of the 
cost of obtaining permission to develop. Larger shares of our income may 
have to be allocated towards meeting payments for housing. Home owners 
and renters alike will be affected. A shift in consumption priorities may 
be forced. 

Nor will the priorities of le 
levels, allocating expenditure estimates amongst different departments 
and different housing programs, remain unaffected.4 When more and more 
Canadians are finding it hard to find adequate housing at reasonable 
costs, pressure 1s exerted on legislators to distribute subsidies more 
widely, often diverting these funds from programs benefitting low- 
and moderate-income households for whom they were often originally intended, 


reater densities in the future. The semi- 





So may the 


islators at the federal and provincial 












4. Preliminary evidence of this is presented in the Canadian Council on 
Social Development Review of Canadian Social Housing Policies (Ottawa: 
CCSD, 1976), and recommendations to reduce capital outlays are 
contained in Government of Ontario The Report of the Special Program 
Review (Toronto: Ontario Government Bookstore, 1975), chapter ITI, 

otherwise known as the “Henderson Report.” 
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This is the nature of the problem facing Canada's legislators, 

Much can be done about it. Many have concluded that action must be taken. 
A resolution for national action adopted at the recent United Nations 
Conference on Human Settlements, Habitat, said that, 

The unearned increment resulting from the rise in land values 

resulting from change in the use of land, from public investment 

or decision or due to the general growth of the community must 

be subject to appropriate recapture by public bodies (the 

community), unless the situation calls for other additional 

measures such as new patterns of ownership, the general acquisition 

of land by public bodies.° 
While the principles underlying the resolution were generally accepted by 
most nations, including the Canadian delegation with representatives from 


the federal and provincial governments and from a few municipal governments, 


its precise wording was the subject of considerable debate. (JItimately, 
the importance of this resolution may be that it provides an international 
framework in which all governments can work together in recapturing the 
unearned increment. Only in this way can individual countries act without 
being penalized unnecessarily for their actions. 


Doing Something About High Land Costs: Recent Canadian Initiatives 

It would be inaccurate to say that the senior levels of government in 
Canada have not been concerned with rising land and housing costs. Many 
initiatives have been taken by both sentor levels of government. At tri- 
level conferences and in Parliament in 1973, the federal minister of state 
for urban affairs committed his government to supporting a public land 
assembly and land banking program by allocating $500 million towards this 
end over a five-year period. (This represented five times the level of 
previous support). Moreover, priority was to be placed on public land 
assemblies that could be developed in the near future - "The quick start 
objective." This was followed in 1974 by a change in the Income Tax Act 
which disallowed deductions of land holding costs for private developers 


until the land was actually sold or developed. In a subsequent interview in 


the press, Central Mortgage and Housing Corporation's then president and 


now Chairman of the Board of Directors, William Teron, is quoted as saying: 


5. United Nations, Report to Habitat: United Nations Conference on 
Human Settlements (New York: United Nations, 1976), p. 65. 
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I can tell you that farmers aren't going to find many developers 
knocking on their door offering to buy their land. The practice 
of paying $40,000 to $70,000 an acre for good farmland is also 
unconscionable. Even at those prices, developers don't have to 
charge $30,000 a lot.® 

Many initiatives to check urban land price increases have been 
made at the provincial level as well. The Government of Ontario has 
invested considerable funds of its own in public land assemblies. 
Speculation and foreign transfer taxes were imposed in 1974 as well. The 
Government of Quebec imposed a foreign transfer tax in the summer of 1976. 
The governments of Nova Scotia and Prince Edward Island have barred sales 
of certain lands to foreigners. The governments of Manitoba and Saskatchewan 
have aiso taken significant initiatives with respect to public land 
assembly and banking, the latter having committed considerable funds of its 
own. The Dunhill Corporation, a provincial crown corporation in British 
Columbia and the housing development arm of that province's department of 
housing, assembled large acreages of land for the development of new towns 
on the fringes of both Vancouver and Victoria under the previous New 
Democratic Party government, and the present Social Credit government is 
proceeding to develop those sites. 

Several municipalities have taken additional initiatives. The 
cities of Edmonton, Ottawa and Vancouver have taken initiatives in assisting 
the land purchase and development activities of those provicine housing 
for low- and moderate-income households. The City of Toronto has been the 
most active municipality in this respect, having developed an active 
development arm of the municipal government and incorporated very specific 
housing requirements for those who might wish to develop real estate in or 
near the core area of the city. 

Not all actions, however, have pointed in the same direction. 
Others may serve interests counter to the above. For instance, the 
British Columbia Land Commission Act is alleged by some to have restricted 
urban land supply. The recent creation of green belts around Calgary, 
Edmonton and Toronto are alleged to have had a similar effect, as are 


6. Patrick Howe, "CMHC Becoming More Result, Mission Oriented,” The 
Globe and Mail (February 21, 1975), pp. Bl, 3. 


4) 


. . ee - 
only other large group of people potentially opposed to land price increases 


nd assemt tivities of the National Capital Commission (NCC seo 
the land assembly activities o ‘ eM) are young families attempting to become home owners. However, this interest 


in the Ottawa area. Many municipalities, moreover, still engage in 
development practices that restrict new additions to the housing stock. 


Is the Land Question Important? 
Recent land price increases, however, would tend to indicate either that 
these initiatives have not been sufficient or that their effects have not 





yet been felt. 

Other possible explanations exist, and while the main purpose of 
this paper is to establish the context for discussing urban land policy 
issues and to examine the relationship of land prices and land use patterns 
to current housing issues and problems, it would be remiss not to suggest 
that other explanations exist or that Canadian society or, indeed, any 
other Western society, can successfully handle what has come to be termed 
the “land problem. " 

We need to ask ourselves whether or not high or risin 
or denser forms of development are important social problems. 
ask ourselves whether society really wants to limit land price increases. 
whose interest would be served by such actions? A related question is 
whether society is capable of limiting, directly or indirectly, land price 
increases. These questions are to a large extent rhetorical, but it is 
not totally senseless to consider them for a moment. 

Who wants lower priced land? The largest sinale interest group 
potentially opposed to lower priced land are existing home owners. They 
comprise the largest single voting bloc in Canada, although it is true 
that they do not ordinarily behave as a group. Many of them, especially 


land 
We can 


rices 
















at a time when home ownership has become the most reliable hedge against 
inflation available, have based their decision to buy a home on anticipated 
Capital gains. They have, literally, banked on large inflationary land 
price increases, although many would assert that they could have invested 
their money more fruitfully. The next largest group of voters in Canada - 
renters - would favor lower land prices on the assumption that they 

would lead to lower rents. Again, however, there is little evidence that 
this group bases their voting behavior on this interest. Moreover, and 

as will be shown below, renting has become somewhat of a bargain. The 





dissolves immediately upon signing the offer to purchase, even if only 


for the less-than-ideal condominium apartment. 


Virtually every other identifiable group in society is either 
indifferent, ambivalent or opposed to a reduction in land nrice increases. 
Land speculators are, of course, the most opposed. Real estate dealers 
and sales people who work, for the most part, on a flat sales commission are 
opposed unless they believe that large increases impinge unfavorably on 
total sales volume. Land developers may likely be an ambivalent interest 
group. They might oppose land price increases at times when costs become 
difficult to pass on to the consumer or rapidly increasing prices lead to 
a decline in demand. Government is ambivalent as well, even from the point 
of view of the impact of price increases on the consumer. The government 
as lender presumably has the same interests as any other institutional 
lender: maximizing the spread between its borrowing and lending rates. 
Large mortgages tend to reinforce the all-important work ethic. Farmers, 
especially as they near the age of retirement, have no great interest in 
lower land prices. Industrialists may be the only significant group 
opposed to higher land prices, and yet their interest is ambivalent as well. 
They are naturally opposed to any cost increases which place them at a 
competitive disadvantage with industrialists of other countries or regions. 
Their interest is ambivalent, however, in that they can also become 
investors in urban real estate. 

A reduction in land prices, even if it were possible to achieve, 
might very possibly introduce an element of disequilibrium into the 
Canadian social system. Nevertheless, the above discussion probably does 
not provide a basis for arquing that the various interests in Canadian 
society might not, on balance, favor policies which would result in slower 
increases in urban land and housing prices. 

Other analysts have, however, taken a clearly more cynical view of 
the possibility of reducing land price inflation. For instance, viewing 
land rent from a systemic point of view, one pair of analysts characterized 
the development of North American cities as follows.’ With the advent of 





7. S.T. Roweis and A.J. Scott, "The Urban Land Question," A paper presented 
to the Canadian Council on Urban and Regional Research, Ontario Forum 
on Urban Land Management (Toronto: CCURR, October, 1976). 
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the automobile and throughout the period stretching from the beginning of 
the 1920s to the end of the 1950s, a phenomenal expansion in the supply 
of serviced land averted excessive land hoarding, speculation and the 
formation of oliqopolies or monopolies in the land development industry. 
However, the low densities of most such developments meant relatively 
wasteful expenditures on basic infrastructure. The costs of each successive 
stage of peripheral development became progressively more expensive, 
Greater and greater fiscal obligations befell the municipalities. Under 
such pressures, municipalities gradually resorted to land use controls 
designed to maximize property tax revenues and to minimize future fiscal 
obligations. They therefore conclude that, 

.,. there tended to be a relative lag in the supply of peripheral 

developable land, and this situation led in turn to an overal| 

inflation of land and housing prices. In these circumstances, 

urban land hoarding became attractive, if not inevitable, and 

a significant group of professional hoarders made its appearance 

in the form of large vertically integrated land development 

firms. 
A return to the suburban serviced land strategy, it is agreed, is not 
possible. Municipalities do not have the funds to invest in social 
infrastructure for such development at the present time, and even if the 
senior levels of government were willing to add their own revenues or 
transfer revenue sources to the municipalities, it could be arqued that 
the suburban strategy of the 1920 to 1960 period would not represent 
the most ideal allocation of Canada’s finite economic resources. 

These observers arque further that a reduction in land rent will 
be achieved only as a result of political will. On commodity-producing 
land--that is, land used for industrial or commercial purposes, rent is 
paid out of profits and thus represents a claim of land owners against 
producers. Rent on residential land is paid out of wages, and thus 
represents reduction in the living standards of workers. Ultimately, 
however, urban land rent is a simple proportion of national income claimed 
by owners of land, This claim is theoretically based on the productivity 
of that land. Seen in this light, currently rising land rents are a 
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product of the tremendous growth of many of Canada's cities in recent 
years. 

Although this view may seem pessimistic to many, it may also 
be realistic. This analysis leads towards an emphasis on actions that 
would directly confront the question of the unearned increment addressed 
at the recent Habitat conference and that sould structurally alter the 
direction of Canada's urban growth, 

Having introduced the issues of whether or not higher land prices 
and rents have profound implications for Canadian society or whether 
prices are playing their proper role in the market place, or whether or 
not the various interests in Canadian society favor lower land prices 
and whether or not anything can be done about rising land rents, as they 
are but one element in the economic, social and political life in the 
country, we now turn to more mundane matters. Below we explore a series 
of facts as they are related to the issues before us. \/e explore agqareaate 


movements of housing and land prices and of incomes. We explore the incidence 


of these movements, as all changes are bound to bestow benefits on some and 
costs on others. We look at the extent to which Canadian housino needs 
appear to be satisfied or left unsatisfied. Finally, we examine the 

impact of housing and land price movements on social housing policies. 


Housing Price and Incone Trends 


Much of our current concern regardina urban land, its use and its price 
is generated by its ultimate impact on housing prices. When housing 
rices rise at a faster rate than income, then our standard of living, 
at least for those who are not already entrenched with security of tenure, 
is threatened, and the potential for generating more inflationary wage 
increases, especially relative to wage increases in countries where housino 
at the same pace, are generated. Below we first 
Took at trends in incomes and housing prices from the point of view of 
the nation as a whole. Then we look at the situation from the point of 
view of the urban area, as what strains there are in the system seem to 
be focused on a finite number of our cities. 

Table 2 summarizes trends in personal disposable income, the orices 
of sinale family (detached) houses built with financing under the l’ational 
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Housing Act, the price of land for such housing and the mortgage payments 
necessary to amortize a mortgage for such a house.” Average cash incomes 
increased by over three times in the decade and a half from 1961 to 1975, 
while the cost of a NHA single family dwelling increased by 2.3 times. The 
first impression, then, is that incomes increased at a faster rate than house 


TABLE 2 


TRENDS IN HOUSE PRICES AND INCOMES, 1961-1975 


prices. Lot prices during this period generally increased at a faster Personal | NHA Monthly 
| if | | Disposal NHA Single Single Principal 
rate than the over-all prices of homes. However, mortgage interest rates Income Per Family Detached Family Detached & Interest 
increased to very high levels during this period, from approximately 6.25 Capita Dwelling Cost Land Cost Payment 
per cent in 196] to 11 per cent in 1975, the result being that the carrying 1961 1475 $14,463 $2453 $87.52 
costs of mortgage payments increased by 3.5 times during the period. . sate “ene ae ape 
Table 3 provides information on a greater number of variables for 64 1713 15.807 2813 95.68 
the shorter period lasting from 1971 through 1975. In this period, the 65 1846 16,572 2816 100.26 
rte * ay bb 1994 18.059 3006 115.30 
price of the single family detached dwelling with a mortgage insured under 67 9116 18,529 3155 126.90 
the National Housing Act increased at a faster rate than per capita 68 2262 18,922 3330 146.90 
RES NS ET OL . 69 2424 20,315 3623 164.80 
personal disposable incomes. Lot prices did not ‘ncrease as rapidly as 70 2536 19,894 3666 169.70 
the cost of homes. The carrying costs--that is, the payments of mortgage & sass ease eae ren 
and interest--increased at 1.45 times personal disposable income. It can 73 3980 28.683 4571 247.70 
be seen that the accessibility of housing, both actual costs and carrying 74 3501 24,370 4571 194,24 
| - | | eed ee 75 4521 33,356 6279 304,22 
costs for home ownership, improved during the 1960s. This accessibility, Indexes (1961 = 100) 
then, seems to have declined thus far through the 1970s. This is the aggregate - | | 
1961 100 100 100 100 
views 62 107 102 103 104 
63 112 104 110 106 
64 116 109 115 109 
65 L235 114 115 114 
66 135 125 122 132 
67 143 128 129 145 
68 153 131 136 165 
69 164 141 148 188 
70 172 138 149 194 
71 185 142 161 185 
72 210 153 177 200 
73 237 168 174 222 
74 270 198 186 283 
75 306 231 256 348 
SOURCES: Canadian Housing Statistics (CHS), 1975, Table 19, 77, 


9, Note: The price of single family detached homes mortgaged under the 
National Housing Act is used as a proxy for the cost of new homes, 
because the most consistent time series published by CMHC is for 
this type of unit. 
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and 87; CHS, 1970, Table 75; CHS, 1972, Table 19. 
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TABLE 3 


SELECTED INDICATGRS -OF ECONOMIC PERFORMANCE 
(Per Cent Increases) 


Total Cost 





The above observations need to be expanded in a number of ways to 
avoid being misled. When investigated in greater detail, the picture may 
be considerably bleaker. 

Per capita personal disposable income has been used above as a 
proxy for income. Use of this particular economic indicator conceals 
some very important changes in Canadian economic, social and family life. 
As can be seen in Table 3, per capita personal disposable income has 
increased at a much greater rate than weekly earnings for wage earners. 
Two phenomena underlie this discrepancy. On the one hand, and as is show 
in Table 4, there is some evidence that income disparities are increasing, 
although this tendency appears to have reversed itself since 1971. 


TABLE 4 


PERCENTAGE DISTRIBUTION OF TOTAL INCOME OF FAMILIES AND UNATTACHED 
INDIVIDUALS BY QUINTILES, 1965, 1°67, 1969, 1971, 1972, 1°73, AND 1974 


Building Single-Detached 
All . Material Housing Financed 
Prices Prices (Residential) _Under the NHA 
1971-72 4.8 9.8 6.2 
1972-73 7.5 13.0 8.7 
1973-74 10.9 9.0 16.5 
1974-75 10.8 3.3 19.1 
(1971-75) (38.5) (39.6) (62.5) 
Per Square Land Costs Carrying 
Foot Construction for NHA Single Per Costs of 
Costs of NHA Detached Capita a New 
Single-Detached Dwelling Dwellings _ Income“ Home 
1971-72 6.7 16.6 18.3 Vat 
1972-73 86° 14-5 —4 4 = FS 10.4 
1973-74 22.3 4.1 20.2 28.9 
1974-75 11.8 48.8 6.8 23.0 
(1971-75) (65.8) (57.9) (61.0) (88.9) 
All Weekly Average Wage 
‘Earnings Hourly Settlements 
Industrial Earnings, Total Except Manufacturing 
Composite Construction Construction Profits 
1971-72 8.4 8.2 429 15.9 
1972-73 y gee 10.5 9.8 31.3 
1973-74 1i.i 12.8 14.3 28.5 
1974-75 14.2 17.0 16.8 ~5.8 
(1971-75) (47.4) (57.8) - (84.3) 
New House Prices’ 
Montreal Toronto Ottawa-Hull Winnipeg Calgary Edmonton 
1971-72 7.6 10.2 12.7 5.2 10,0 9.1 
1972-73 16.9 24.9 22.6 22.0 14.9 21.5 
1973-74 41.2 24.7 24.3 MA | 28.4 60.2 
1974-75 7.1 -0.4 3.9 8.6 20.1 18.7 
(1971-75) (90.3) (70.8) (77.68) (77.5) (95.0) (105.2) 
POURCES: Bank of Canada Review (May 1976), Tables 51, 61, 62. Canadian 


Housing | stutistics, J9/5, Tables 77, 87, 108. 


a 


1) Consumer Trice Index, Al] Items. 


2) Ineludes 


income from wages, salaries, military pav and allowances and net 


irc ce fut {cour proprivlors, 
3) Asswies the maximum wortyane te value ratio of 95 per cent and the fobllowiny 


interest rates: 


and T9975, 1) pec. 


4) All oew single detached louses. Source: 


Table 708, 
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LO7L, 9 preg 1972, 9 prert 1973,.9 1/8 pecsp LOrh, 10 L/4 pic. 


CMHC, Canadian Housing Statistics. 1975, 


Lowest Second Middle Fourth Highest 
Quintile Quintile Quintile Quintiie Quintile 
Families 
1965 6.2 i321 18.9 23.6 39.0 
1967 6.4 pis ae | 18.0 23.6 38,9 
1969 6.2 12.6 17.9 23.5 39.7 
1971 5.6 12.6 18.0 23.7 40.0 
1972 5.9 12.9 18.3 > a 39.1 
1973 6.1 12.9 18.1 23.9 38.9 
1974 6.1 13.0 18.3 23.8 36.8 
‘Families and Unattached 
individuals 
1965 4.4 11.8 18.0 24.5 41.4 
i967 4.2 11.4 17.8 24.6 42.0 
1969 4.3 11.0 17.6 24.5 42.6 
1971 3.6 10.6 17.6 24.9 43,3 
1972 53..8 10.6 17.8 25.0 42.9 
1973 aS | 10.7 17.6 25.1 42.7 
E 1974 te 10.8 17.8 25.0 42.4 


SOURCE: Statistics Canada, 


and preliminary dato for 1974. 
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Total 


100.0 
109.0 
100.0 
100.0 
100.0 
100.0 
100.0 


100.0 
109.0 
100.6 
100.0 
100.0 
100.0 
100.0 


Income Distributions by Size in Canada, 1973, Table ¢7, 


On the other hand, we have evidence that there has been a remarkable 
change in the composition of the labor force and in labor force participation 
rates. Labor force participation as whole has increased, from 53.1 per 
cent in 1951 to 61.1 per cent in 1975, as can be seen in Table 5. The 


all single family detached homes started in Canada received NHA-insured 
mortgages. 10 

It was nearly 14 per cent in 1975, The proportion has seldom 
exceeded 25 per cent. Referring back to Table 3, the average price increases 
from 1971 to 1975 of all new single family detached homes in the six cities 
for which Statistics Canada has collected coniprehensive information were 
90.3 per cent in Montreal, 70.8 per cent in Toronto, 77.8 per cent in 
Ottawa-Hull, 77.5 per cent in Winnipeg, 95 per cent in Calgary, and 10.52 
per cent in Edmonton. All of these increases were greater than increases 
in per capita personal income. They were greater than comparable increases 
in the prices of NHA homes in four of these six cities.'! Nor do prices of 
new NHA single family detached houses provide a proxy for market prices 


participation rate among males has remained relatively stable, declining 
slightly in recent years. However, the participation of females in the 
labor force has increased considerably throughout the past decade and 

a half, from 26.9 per cent in 1959 to 39.8 per cent in 1975. More families 
than ever before have two earners. This usually gives such families more 
income with which to buy or rent a home. It is very possible that part 

of the pressure leading towards higher housing prices has been the increased 
participation of women tn the labor force, 


of existing homes, which in any one year usually equals the number of new 
homes built. As can be seen in Table 6, (page 52), the average price 
increase for existing homes has been greater than that for new NHA homes 
throughout the past decade. Existing homes were usually cheaper than new 


TABLE 5 


LABOUR FORCE PARTICIPATION RATES 





AIL Male Female homes in most areas 10 years ago. In 1975, the reverse was almost always 
(aged 15 and over) the case. These data also show the temptation to use housing as a hedge 
ap Ses ip -. against inflation. Only in Montreal and Quebec have the price increases, 
1941 56.1 85.9 24.5 | compounded annually, not exceeded the over-all rate of inflation. 
i ah i ie The price of lots for NHA homes is not necessarily accurate either. 
, Referring again to Table 3, one cannot help but puzzle over the fact that 
(aged 25 and over) the per square foot construction costs of NHA single family detached 
197) 58.1 82.7 35.4 dwellings increased at a greater rate than either average hourly earnings 
ails mat aie ne Ate in the construction industry or prices for residential building materials 
SOURCES: 1921-1959, Historical Statistics of Canada, in the 1971 to 1975 period. Several alternate explanations are possible. 





», 63. 1971-1975, Bank of Canada Review (May 1976), Table 56. : 
. ae ee Productivity in the construction industry may be declining. Overhead or 


profits may be increasing. Or perhaps CNHC appraisers are undervaluing the 
land component. There are few clues to which explanation most accurately 
reflects the truth. 


Nor is the use of prices for single family detached houses with | 
NHA-insured mortgages necessarily a good proxy for housing or land prices. 7 cer aah, Getaases te Sigheti of NHA homes were 70 per cent 
NHA houses usually comprise the least expensive homes. Often NHA homes a, in Montreal, 91 per cent in Toronto, 50 per cent in Ottewa-Hull, 
comprise only a small part of the market. In 1974, only 6.9 per cent of el = owe in Winnipeg, 94 per cent in Calgary and 93 per cent 
in onton. 
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TABLE 6 


PRICES OF NEW AND EXISTING HOMES, 1965 AND 1975, BY METROPOLITAN AREA 


Quebec 
Toronto 
Vancouver 


Ottawa-Hull 


Kitchener 
Hamilton 
Sudbury 
Victoria 
Fdmonton 
Calgary 
Montreal 
Haljfiax 
Londen 


St. Catharines 


Windsor 


Saint John 
St. John's 
Thunder Bay 


Winnipeg 
Regina 
Saskatoon 


Chicoutimi 


SOURCES: 


1965 


New NHA 


14,933 
19,677 
18,326 
17,880 
16,671 
17,951 
15,914 
19,339 
16 ,486 
15,999 
17 ,034 
16,302 
15,122 
17,509 
18,450 
15,/79 
16,317 
15,930 
17,126 
15,162 
15,093 
13,595 


Peter Spurr, 


Existing New NHA 
22,026 29,577 
18,883 57,098 
13,965 §5,/66 
17,829 35,222 
16,808 45,748 
13,131 41,575 
17,642 36,017 
12,386 50,417 
13,766 48,510 
14,816 46,475 
22,915 25,656 
16,372 £6,931 
13,510 35,402 
13,563 39,630 
12,213 38,213 
13,027 29,845 

> 31,076 
10,896 44,585 
13,588 36,520 
12,395 27,458 
11,677 23,663 

= 27,404 


Existing 


29,586 
58,181 
64,472 


34, 569 
36,310 
33,501 
34,292 
34,977 


Land and Urban _Development (Toronto; 


Per Cent 
Increase, 


Average Compound 


Interest Rate 


New NHA Existing 
7 3 

12 12 5/8 
ise 12 
7 10 1/2 
9 3/4 9 3/4 
8 3/4 12 1/8 
8 1/2 6 5/8 

10° 1/4 128 

ua 3: Is. HB 

41: 5/8° “14! 2/2 
4 1/4 4 1/2 
6 8 1/4 
9 12 1/4 
B:.1/9.. 10 EF? 
Wee | (Fa 
6 5/8 10 3/8 
5 1/2 - 

1] 1 172 
7 7/8 9 1/2 
61/8 ii 
e S/S: 2 1/8 
7 1f6 - 


Lorimer, 1976), 


Table 2.7; CMHC, Canadian Housing i Statistics, 1975, Table 8/7; and data obtained 
from the Canadian Real Estate Association. 





Affordability 


Discussion of whether housine may be becomina more or less affordable is 
lio precise definition of affordable housing has ever been 
Hovever, a norm of 25 per cent is often 


difficult. 


offered by governments in Canada, 


used by both federal and provincial covernments. 


It is frequently said 
that no family should have to pay over 25 per cent of its income for adequate 





housing. This is the maximum rent-to-income ratio permitted in federal- 
Provincial public housing, and it is the norm used in calculating government 


assistance under the federal Assisted Home Ownership Program. 

This contrasts with a norm of 20 per cent recommended by a CMHC 
low income housing task force in 1971 and by a federal government advisory 
conmittee in 1944, '¢ 

These norms, however, are at most quidelines. The rent-to-income 
scale currently used by most provincial housing authorities recognizes that 
tenants with “adjusted” annual incomes below $5,000 cannot afford to pay 
as much as 25 per cent of their income for rent. The scale graduates in 
increments from 16.7 per cent to 25 per cent and, even at this, it was 
recognized that over 16 per cent of the population in 1971 could 
not afford the minimum public housing rental.'3 As well, regulations 
currently governing the federal assisted home ownership program stipulate 
that the interest reduction grant or loan will be withdrawn at the rate of 
one-fifth per year over a five year period unless this reduction would cause 
the gross debt ratio to go above 30 per cent. One of the two Alberta 
programs providing home ownership assistance recognizes that gross debt 
service for a mortgage may go as high as 35 per cent. 

The lack of more precise guidelines for assessing what families 
can afford for housing does not mean that we are without clues. The Social 
Planning Council of Metropolitan Toronto periodically issues family 
budgeting guides, which include specification of standards and costs “or 
food, clothing, housing utilities and fuel, home furnishings and equipment, 
household operation, health care, personal care, creation, transport, 
special requirements for school attendance and so forth. '4 The authors 
explain in the introduction that, 


The Guides for Family Budgeting has generally represented more 
than subsistence standards. Subsistence is often defined 





12. Michael Dennis and Susan Fish, Programs in Search of a lal 
Toronto; Hakkert, 1972), and "Advisory Committee on Reconstruction, 
Housing and Community Planning, March 24, 1944 (Ottawa: King's 


Printer, | 
13. P.A. Streich, "A Review of the Rent-to-Income Scale for Public Housing 

Units." (Ottawa: CMHC, Economic and Statistics Division, February, 1972). 
14, Social Planning Council of Metropolitan Toronto, Guides for Family 


Budgeting (Toronto: September 1976). 
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negatively in terms of social assistance and transfer payments 
as distinct from earned incomes. Subsistence budgets and 
‘poverty lines' tend to reduce to estimates of physiological 
needs. | 


The 1976 Guides conclude that an average family of four required 
slightly less than $625 ($7494 per year) for the basic necessities of 


everyday life, excluding housing and heating costs, but including household 
operations. '° The Social Planning Council] estimates that the amount required 


was nearly 22 per cent above the amount required two years earlier. 


The total budget requirement, net of income taxes, including housing rental, 
was $11,010. Nearly 32 per cent would have to be paid for housing. This 


was down from 32.5 per cent tn August 1974, 8 The gross income required 
to net $11,000 after income taxes is approximately $12,600. The 
significance of the information contained in The Guides is that it 
indicates the level of income necessary to maintain a minimum acceptable 
standard of living in Metropolitan Toronto and indicates that families 
with incomes at this level will be spending approximately 28 per cent of 
their gross income to obtain adequate housing on the rental market. 

Such a family would not be able to afford to purchase a new or 
existing home in Metropolitan Toronto, without having saved enough for a 
very large down payment, as the equivalent payments of principal and 
interest on a mortgage would be sufficient only to amortize a mortgaae 
of $29,700, about 50 per cent of the price of a new single family or 
existing home, and 60 per cent of the price of a condominium unit in 
Metropolitan Toronto. 





Hos 109d. DR. 3 

16, Ibid., p. 91. Family includes an employed man, moderate activity, 

| a housewife, a boy of 13 years and a girl of eight years. 

17. Ibid., (1974) p. 97. 

18. Note that rent recorded by vacant apartments in CMHC's bi-ennial 
apartment survey were 16 per cent higher than in the 1974 Guides 
and over 40 per cent higher than in the 1976 Guides. | 





19, It is estimated that the net effective rate of federal and provincial 
income tax is 13 per cent at this income level. cf. Allan M. Maslove, 


The Pattern of Taxation in Canada (Ottawa: The Economic Council 


= ae — a Ee a 


of Canada, December 1972), Table Al. 
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Trends in the fffordability of Housing 





‘'e have presented above a fow aqcrecate indicators of trends #n housing 
prices and incomes. It has heen indicated that affordability is itself 

a very difficult principle to orasp. Using the data and concents contained 
in the Suides, as well as the 25 per cent of gross income cuideline now 
used to cornute initial assistance with resnect to the federal “ssisted 
Home Ownership Program, we discuss trends in affordability in St. John's, 
Halifax, Saint John, !'.B., Montreal, Cttawa, Toronto, “innioea, “eaina, 
E¢monton and ancouver for the years 19F7 and 1973, These are the only 
years for which Statistics Canada has published detailed data on income 
distribution hy metropolitan areas. 

Ss can be seen in Table 7, if one uses the 25 near cent of incore 
guideline, the effordahility of housing decreased in St. dohn's, Ottawa, 
and Edmonton between 1967 and 1973. In the 1971 to 1973 period, affordability 
also decreased in Saint John, Winnipeg and Regina. The proportion of 
population unable to afford a home varied from 46 per cent in Montreal to 72 
per cent in St. John's. Affordability remained nearly constant in Winnipeg 
and Vancouver, while it increased in Halifax, Saint John, Montreal, Toronto 
and Regina. If one uses the Guides for Family Budgeting as an indication 
of what income is required for basic necessities, then the affordability 
of housina increased across the country. That is, more families could 
afford the indicated home after acauiring other necessities in 1973 than 
could in 1967. 

Detailed income distributions by city have not heen published by 
Statistics Canada since 1973. However, between 1973 and 1975, the price of a 
new sinale family detached home increased much more rapidly than in the previous 
six-year period. Personal income (actual dollars) increased by 34 per cent 
from 1973 to 1975, As can be seen in Table 8, the gross debt service increased 
by a greater amount in all of the selected cities except St. John's, Halifax 
and Saint John. One can conclude from the above detailed data for selected 
metropolitan areas that the affordability aap, to the extent that it exists 
and to the extent that it may or may not be increasing, is focused more than 
ever on particular cities. The averace increase for the nation as a whole 
for the NHA single family detached house was less than 37 per cent. It was 
well above this in all of the selected cities west of the Atlantic Provinces. 
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TABLE 7 


PROPORTION OF HOUSEHOLDS UNABLE TO AFFORD A NEW SINGLE FAMILY 
DETACHED HOUSE, 1967, 1971, 1973 
FAMILY OF 4 
Prices of Existing Housing 


"25 Per Cent "Guides for Family 




















of Income Guide” Budgeting” | 
Similar patterns of price increases prevail with respect to existing housing. 
1967 1971 = 1973 RUSE eke aaa Prices in Toronto, Vancouver, Ottawa-Hull, Victoria and Calgary, as can be seen 
St. John’s 61 53 72 62 49 58 in Table 9, are considerably above the national average; with the exception 
age a os es re sd os of Ottawa-Hull, the gap between prices in these cities and the national 
Montreal 53 48 46 47 42 38 average has increased over the past 10 years. 
Ottawa 56 51 61 40 35 34 S. : = 
Toronto 66 73 62 47 41 35 TABLE 9 
Winnipeg 59 58 59 50 4&5 42 , | | 
Regina 71 47 49 64 60 42 RELATIONSHIP OF HOUSE PRICES TO NATIONAL AVERAGE, 
Baeonton 59 52 62 45 41 42 1965, 1975, BY METROPOLITAN AREA 
Vancouver 62 65 61 51 46 49 
1965* 1975* 
SOURCES: CMHC, Canadian Housing Statistics, 1967, Table 
76, 77; 1970, Table 75; 1971, Table 76, 87; 1973, Table 90, 79. Quebec 138.4 64.4 
Statistics Canada, Income Distributions by Size in Canada, 1967 Toronto 118.6 126.7 
(cat. no. 13-534 occasional), Table 3; 1971, cat. no. 13-207, Vancouver 87.7 140.4 
Table 3; 1973 (cat. no. 13-207), Table. 5. Statistics Canada, Ottawa-Hull 112.0 103.6 
Prices and Price Indexes September, 1975, (cat. no. 62-002 Kitchener 105.6 100.2 
Monthly) Table 77. | 7 a Hamilton 95.1 99.2 
Sudbury 110.8 72.9 
Victoria 77.8 113.9 
Edmonton 86.5 99.8 
TABLE 8 Calgary 93.1 22:2;0 
Montreal 144.0 Fics 
TRENDS IN GROSS DEBT SERVICE TO AMORTIZE A MORTGAGE ON A NEW Halifax 102.8 78.8 
SINGLE FAMILY DETACHED HOME 1967 TO 1973 AND 1973 TO 1975 FOR London 84.9 89.0 
SELECTED METROPOLITAN AREAS St. Catharines 85.2 al 78.7 
FAMILY OF 4 Windsor 76.7 74.0 
Saint John 81.8 Y Be Sp | 
Gross Debt Service Per Cent Increase Thunder Bay 68.4 79.1 
Winnipeg 85.4 . 73.0 
1967 1973 £1975 1967-73 1973-75 Regina 77.9 74.7 
| | Saskatoon 73.4 76.2 
St. John's 1780 3002 3977 68.6 32.5 
Halifax 2104 3545 4715 68.5 33...0 SOURCE: Canadian Real Estate Association. 
St. John 2009 3058 4093 ~ 33.8 *Canada average = 100. —— | 
Montreal 1970 2776 4138 40.9 49.) 
Ottawa 2353. 4217 #£«®46672 79.2 58.2 : , age | 
Toronto 2827 4197 6917 48.5 64.8 Distribution of Housing Affordabilit 
Winnipeg 2099 3260 5509 $33 69.0 
Regina 1970 2751 4387 39.6 59.5 We have seen above that housing prices, especially if mortgage carrying 
Sciataet dl and oe oe veoh tia costs are included, have generally increased at a greater rate than incomes. 





This trend has been more pronounced in the past two to five years in certain 
urban centres, We now look at the incidence of these changes, at the losers 
and beneficiaries of these price and income movements. 


SOURCES: CMHC, Canadian Housing Statistics, 1967, Table 
76, 77; 1970, Table 75; 1971, Table 76, 87; 1973, Table 90, 79 
Statistics Canada, Income Distributions by Size in Canada, 1967 
(cat. no. 13-534 occasional), Table 3, 1971, cat. no. 13-207, — 











Table 3; 1973 (cat. no. 13-207), Table 5. Statistics Canada, 57 
Prices and Price Indexes September, 1975, (cat. no. 62-002 | 





Monthly) Table 77. 
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In its Eleventh Annual Review, the Economic Council of Canada 
developed some social indicators, among which was housing affordability. 
Between 196] and 1971, rent per room as a percentage of household income 
increased by 14 par cent.”” Regional variations were considerable, as 
were differentials between large urban centres and rural areas. These 
were not, however, the most striking features of the rent-per-room index. 
More unexpected was the evidence, as Table 10 shows, that increases were 
greatest for the lowest income groups, for smaller households, for the 
elderly, for those dwellings with the lowest rent (or value) in 1961 and 


for older dwellings. These patterns indicate that the break-up of households 


and large rates of non-family household formations can be identified with 


a large part of the relative increases. However, relatively large increases 


also occurred in the second and third income groups and in three or four- 
person households. These changes may be due to the pattern of income 
changes, but they nevertheless indicate that we are as far as ever from 
solving the affordability problem. More recent evidence indicates that 
this trend is accelerating. In other words, in spite of our best 
efforts, we are going backwards in making housing more affordable. This is 
corraborated by Table 11. While the proportion of income spent for shelter 
increased across the board from 1969 to 1972, the increases were greatest 
for the lowest income groups. 

In 1971, 24.2 per cent of total households were paying more than 
25 per cent of their income for housing.=" Over 82 per cent of these 
were renters (see Table 12)and 74 per cent (about 856,000 households) 
of these had incomes under the official government poverty line. 


——— 


20. Economic Council of Canada, Eleventh Annual Review, Economic Targets 
and Social Indicators (Ottawa: Information Canada, 1974), Table 4-7. 

21. Statistics Canada, Urban Family Expenditures on Shelter and Household 

| Durables, 1972 (CMHC Tabulations). 

22. The level of income defining Statistics Canada poverty line is about 
three quarters of that used by the Council. This data is used 
because it is the most comprehensive available. 
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TABLE 10 


RENT (OR VALUE) PER ROOM AS A PERCENTAGE OF TOTAL HOUSEHOLD 
INCOME, BY SOCIO-ECONOMIC CHARACTERISTIC, MAJOR URBAN AREAS, 


CANADA, for 1961 and for 1971 


i961 1971 


Average 3.7 


Total household income 
Lowest quintile 2.4 
Second quintile 3.4 
Middle quintile 3.9 
Fourth quintile 3.9 
Highest quintile 361 


Rent (or value) per menth (1961) 
$50 o- less 0.9 
$51 to $100 3.8 
$101 to $200 4.3 
$201 or more 2.8 


Persons per household 
2 or less 2 
2.1 to 3.0 3 
3.1 to 4.0 3 
4.1 to 6.0 3 
6.1 or more 2 


Age of dwelling 
Built before 1920 (1946) 3 
Built during 1921-45 (1946-60) 3. 
Built during 1946-59 (1961-68) 3. 
Built during 1960-61 (1969-71) <P 


Age of head of household 
65 or over Xi 
Under 65 3. 


SOURCE: Economic Council of Canada, Eleventh Annual 
Review, Economic Targets and Social Indieators see mea 
taforkation Canada, 1974), Table 4-8. 
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TABLE 1} 


PROPORTION OF CURRENT EXPENDITURES SPENT ON FOOD AND SHELTER, 
EIGHT MAJOR CITIES, CANADA, for 1969 and for 1972 
| (PER CENT) 


Quintile - 
Families of Two or More 





Lowest 2nd 3rd 4th Highest 

1969 

Food Zi 24.9 23.5 a ag | 19.3 

Shelter 24.3 Z1.5 20.3 19.0 16.5 
1$72 

Foo ‘ 27 <a 24 .6 22 4 21 7 20 .6 

Shelter 25.7 22.6 20.4 19.4 18.8 

All Households 

1969 be : 

Food 27.3 24.3 24.0 22.3 19.8 

Shelter 28.9 22.0 21.1 19.3 18.9 
1972 . 

Food yf are | 25.0 22.5 22.0 20.6 

Shelter 29.9 re Zhae 20.0 18.9 





SOURCE: Statistics Canada, Urban 
1972, Caralogue 62-541, Tables 32-35. 


Family Expenditure, 
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TABLE 12 


NUMBER OF HOUSEHOLDS WITH SHELTER-INCOME ‘RATIOS 
ABOVE 25 PER CENT, CANADA, 1971 


Poor Non-Poor Total 
Renters * 784,172 275,351 1,059 ,523 
Owners 72,489 159,844 __ 232,333 
Total 856 ,661 435,195 1,291,856 


SOURCE: Statistics Canada, Urban Fami I 
Expenditure on Sheiter and Household Durables, 1972 
(CMHC Tabulations) a 








®Not including those renters in housing sub- 
sidized by government, ©“™ployers or relatives. 


More alarming still is the fact that about 62 per cent of renters with 
rent-to-income ratios over 25 per cent had ratios over 35 per cent, and the 
medium rent-to-income ratio of poor renters (excluding families with five 
or more children) was 50 per cent. 


The Total Dimension of Housing Need in Canada 


Over-all, it is estimated that about a third of the six million Canadian 
households in 1971 had unmet housing needs. Table 13 shovs the structure 
of this need. Over 60 per cent of the need was constituted by renters, 
about two-thirds of whom had incomes below the official poverty line for 
their household size and type. The need for owners, on the other hand, 
involved basic dwelling deficiencies. 





TABLE 13 
OVERALL HOUSING NEED INDICATOR, 1971 
(000 's) 
Paying Over 25 Paying Less Than 25 Per Cent Of 
Per Cent vf Income Iicome for Shelter, But Having basic 
Tenure for Shelter Plumbing and Heating Deficiencies Total 
Poor Non-Poor 
Renters 785 275 180 1,240 
Owners 70 160 355 _785 
Total 655 435 735 2,025 


SOURCE; Statistics Canada, Urban Family Expenditure on Shelter and 


Household Durables, 1972 (CMHC Tabulations). 
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to guide the federal government's efforts. In November 1975, the federal 
minister responsible for housing announced a production target of one 

million units for the four years from 1976 to 1980,°° The target is intended 
to accommodate new household formations, the replacement of some older 
housing and an increase in the vacancy reserve. Over-all, the production 
target seems adequate when matched against government projections of new 
household formations, °” 

New household formations are currently projected to average 220,000 
in the five years from 1976 until 1981. °° However, the bases for some of the 
Projections, as well as the composition of new housing starts and stock 
adjustments can be questioned. Demographic forecasting is extremely sensitive 
to minor fluctuations in the underlying assumptions regarding propensity 
to form new households, fertility rates and net immigration rates. hen 
applied to large aggregates, such as the whole nation, or even its provinces, 
they tend to neglect internal adjustments generating further housing demand. 
One of the assumptions currently underlying these projections is that net 
immigration to Canada--the number of new landed immigrants less the number of 
people leaving Canada--will average 60,000. In the long-term, this may turn 
out to be accurate, but jin 1974 and 1975 it averaged 1/0,000 persons .°/ 


Average net immigration from 1971 to 1976 was 122,000, double the level assumed 


in projecting new household formations. This may not continue, but combined 
with declines in housing production in 1974 and 1975 and continued decline 
in many of the cities usually receiving the bulk of immigrants, it may 
have contributed Significantly to the shortage of housing (in the form of low 
levels of apartment vacancies) observed in 1974 and 1975. 

Other than the apparent failure to take into account the immigration 
experience of recent years, the assumptions on which housing requirements 
are currently based seem reliable at an aggregate level. 


. ——= —_—— = 





ac a shinee irs Honourable Barney Danson (Ottawa: November 3, (1975) 
” Mortance ang Kuands Demand for Housing in Canada (Ottawa: The Central 
rorsnat nag "ous (ta Corporation, TO7a), and Statistics Canada, 
ee oS FAM iy Projecti | or | | ee eee , 
_— OT=BT7 occas ional (heres ons for Canada and the Province to 2001, 
of CMHC, Canadian Housing Statistics, 1975, Table 11. 
‘. (CMHC, Canadian Housing Statistics, 1975, Table 112. 
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In addition to failure to accommodate new landed immigrants into 
Canada, there appear to be some short-term problems caused by the composition 
of housing stock adjustments. Some problems of this type seem to have been 
present in recent years. The most serious is the decline in the number of 
multiple family starts and record low vacancy rates for nearly two years 
now, as is shown in Chart 1. Vacancy rates began to decline dramatically in 
1973. The fact that vacancies decreased prior to, rather than after, the 
decline in new construction starts implies one of two things: 1) either 
the numbers of households are increasing faster than projected; or 2) many 
more of the multiple family housing starts that have Occurred are condominiums 
than in previous years. We know that in the NHA sector the proportion of 
all new multiple dwellings sold as condominium units has increased steadily, 
from 5.2 per cent in 1972 to 20.2 per cent in 1975 ,°8 It has been over 50 
per cent in Metropolitan Toronto during 1976.°> 

Another major supply problem is the type of units being built. Some 
observers are concerned that insufficient quantities of ground-oriented 
dwellings, primarily single family houses, but also row houses, have been 
built in recent years to satisfy requirements on the part of young families. 
This is both a source of anxiety for many families and possibly a major 
factor in rapidly increasing single family housing prices. 

Are there enough dwellings suitable for families being constructed? 
Again, this question is difficult to answer conclusively. The experience 
in the late 1960s was that young families were delaying buying single family 
homes, either because they did not want them or because they could not afford 
them. Kirkland speculates that declining birth rates are partially 
responsible for these delays. Assuming that trends in the late 1960s 
continue into the 1970s, he estimates that 107,000 new single family houses 
will be required annually from 197] to 1976, 79 This compares with actual 
annual additions of over 110,000 single detached dwellings in the 1971 to 


28. CMHC, Canadian Housing Statistics, 1972, Tables 9 and 67; 1975, 
Table 9 and 70. ii . 

29. Information provided by CMHC's Ontario Regional Office. 

30. John S. Kirkland, 
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CHART 1 
VACANCY RATES AND NEW MULTIPLE FAMILY HOUSING CONSTRUCTION, 
CANADA, METROPOLITAN AREAS, 1970-1975 


Vacancy Rates* 
Multiple Family Starts, Metropelitan Areas 


Multiple Family Starts, Canada 
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SOURCE: Central ‘lortreage and llousing Corporation. 


*Vacancy Rates in Apartment Structures of Six Units and Over, Publicly and 
Privately Initiated in Metropolitan Areas. 
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£120,000 
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Period 
1961-65 
1966-70 
1971-74 
(a) 
(b) 
(c) 
(d) 


1974 period and over 123,000 if duplexes, doubles and row houses are 
included. This suggests that family dwelling starts are adequate to meet 
requirements on a national basis, although this may not be the case in 
certain urban centres. 

However, it is not certain that the trend towards decreased demand 
for single family houses, evident in the late 1960s, is continuing or 
that it is desirable that it should continue, 
completion of ground-oriented (single detached, attached, doubles and row 
houses) dwellings in the 1971-74 period has increased relative to family 
formations, but it is still not as high as in the early 1960s. It is also 
possible that some housing requirements or demand not met in the late 1960s 
is placing latent and additional pressures on housing markets at the present 


As can be seen in Table 15, 


time. 


TABLE 15 


HOUSEHOLD GROWTH AND DWELLING COMPLETIONS BY TYPE, CANADA, 1961-1974 











Number of Number of Dwelling 
New Households Completions (4) Per Cent 
(b) Ground-Oriented Total Dwelling | 
- Ground- Dwelling Completions/ Completions/Toral 
Family Total Oriented Total New Family Households New Households 
436,700¢°) 624,,700/°) 437,079 674,461 100.6 108.0 
603,100.) 869,800 / .) 452,810 854,080 Yb Fe | 98.2 
614,600*°° m927,270° ° 558,844 937,283 90.9 101.1 
SOURCE: CMHC, Canadian Housing Statistics, 1974, Table 9. 
SOURCE: CMHC, Canadian Housing Statistics, 1974, Table 9. | 
Includes single detached, attached, doubles, duplexes and row houses. 
SOURCE: Census of Canada, 1961, 1966, 1971. 


Projections: J. S. Kirkland, "Demand for Housing in Canada" (Ottawa: 
December 1973). 
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CMHC, 


Table 16 shows that the improved production of qround-oriented 
dwellings is not being enjoyed in all parts of the country. 
performance lags considerably in Ontario. 


FAMILY HOUSEHOLD FORMATIONS AND NEW GROUND-ORTENTED DWELLINGS 


TABLE 16 


Per Cent Famil: 


Improved 


Household Formations of Totai ‘*? 





Per Cent Ground-Oriented licousing Starts of Total 


Census Metropolitan Area 


Calgary 
Edmonton 
Halifax 
Hamilton 
Kitchener 
London 
Montreal 
Ottawa 
Quebec 
Regina 
Saint John 
Saskatoon 
St. John's 
Sudbury 
Torento 
Vancouver 
Victoria 
Windsor 
Winnipeg 





Atlantic 
Quebec 
Ontario 
Prairies 


Regional Totals, 


British Columbia 


Canada 


(a) 


(b) 
1971-1974: 


SOURCE : 


SOURCES : 


CMHC, 


Census 








1966-1970 


83.6 
58.7 


1971-1974 
~ 104.6 


97.3 
67.8 
79.8 
69.8 
76.5 
79.6 
53.8 


John S. Kirkland, Demand for Housing in Canada 
December 1973), Appendix A. 


1966-70: CMHC, Canadian Housing Statistics, 1970, Table 12; 
Canadian Housing Statistics, 19/4, Table 12. 


(Ottawa: 


Note, 


Ground- 


oriented houses include single detached, single attached, duplex and row 


housing. 
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CMHC , 


We have explored, in some detail, indicators, mostly demographic, 
of aggregate performance in the housing sector of the economy. 


is impossible to conclude whether or not adequate supplies of housing 


have been provided or whether the housing is the right size, type and in 


the right areas. We can conclude that recent additions to the housing 


stock seem to have coincided more with need in the past five years (1971- 


1976) than in the previous five. In fact, it is quite possible that 


latent demand pressures for ground-oriented family dwellings have been one 


of the primary causes of housing price inflation in recent years. Of 
course, other factors have likely been at work as well. Mortaages for 
existing homes have become easier to obtain in recent years. Intensive 


inflation in all western countries has turned housing into a highly desirable 


investment commodity. The exemption of capital gains on a personal 


residence from taxation may have added to the desirability of such investments. 
Our current problem may not be a shortage of supply so much as excess demand 


generated by Canadian society as a whole. 


Recent housing and land price movements can influence social housing policies 


The Influence of Recent Trends in Housing and Land Prices on Social Housin 


Programs 


in a number of ways. Rapidly rising program costs could influence the 


resolve of government to spend tax dollars to ameliorate housing problems. 
A given level of expenditures might achieve greater visibility--often a very 
important criteria for government expenditure and program decisions--in other 


sectors. In some situations, of course, the effect migh be the reverse. 


Similarly, rapid price movements in the housing sector might influence the 


mix of programs supported. We have seen above that housing prices have 


at least kept pace with increases in income over the past 10 years, that the 
gap between housing price increases and income increases has grown in the 


past 3 years, certainly in the largest centres, and that this gap is 


exaggerated even further when one considers mortgage carrying costs, which 


have increased by larger amounts as a result of rising interest rates. 


31. 





See the paper by Frank A. Clayton for a discussion of this. 
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Chars 2 depicts the effects of these trends. i: a normal market, there 
may be considerable overlap between the incomes of those who own and those 
who rent, the decision being dependent in large part on personal preferences. 
In this normal market young. newly formed families wili tend to rent 
initially. As family size and income increase, they will tend to want to 
Own a home as a result of the tenure and housing type choices available 
in most Canadian cities and because home ownership represents a hedge 
against inflation and a tax free annuity in old age. In today's market, 
it can be argued that the gap between the costs of renting and home 
ownership have led to an “expectations problem.” It is an expectations 
problem for at least three reasons: 

1) It does not affect those who purchased homes in the past and who have 
lower, stable carryina costs. 

2) Young families may regret that such large sacrifices have to be made 
for home owners” io. 

3) The problem is more one of cash flow then actual income inadequacy, 
et lerst if ons considers life-time income, as opposed to incoie in any 


one year for young families. 


CHART 2 


| MODEL 
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Owner 
Occupier 
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Governments tend to respond to such “expectations” gaps because of 
their potential for influencing voting behavior, especially in the case of 
younger families with less established voting patterns. Diversion of 
government expenditures from satisfying those in basic need towards 
satisfying those in "secondary" need or those with "cash-flow problems" 
can occur as a result. This is often seen as a very legitimate function 
of government. One of the objectives of the welfare state, in addition 
to redistributing income among people is to redistribute income over an 
individual's or family's life span, This is the rationale underlying 
family allowances, contributory pensions and unemployment insurance. What 
may occur, however, under such circumstances is a shift in government social 
housing expenditures from vertical redistribution between households with 
varying life chances to redistribution over a given household's life cycle. 
It will be asserted below that such a shift in government priorities has 
been occurring. This shift in priorities is one of this Council's primary 
reasons for interest in housing and land price and income movements. 

Another shift in government social housing priorities that can 
occur is a shift from geographic areas with the most rapidly increasing 
costs towards geographic areas with less rapidly increasing housing and 
land prices. If government can assist two persons in Montreal for the 
Same cost as assisting one in Vancouver, there may be a natural tendency 
to shift geographic priorities in this direction. Such a shift, of course, 
does not necessarily rule out the possibility that other very valid reasons 
exist for shifts in geographic priorities. 

It is difficult to establish causal links between recent movements 
in housing and land prices and the variations in support for social 
housing programs or the particular programs supported. Some shifts may 
correspond to actual needs or requirements. Some may have other very 
legitimate explanations. Nevertheless, I will focus on a few policy shifts 
below. 

As can be seen in Table 17, CMHC’s capital budget has grown from 
$1 ,062.1 million in 1970 to $1,800 million in 1976. That part of it allocated 
towards housing mortgages increased from $690.9 million to $1,376.2 
million in the same period. This total capital budget allocation has been 


7] 


more or less constant. Deflated by the consumer price index for all items, 
it has increased by a total of 8.4 per cent over the past six years. Deflated 
by housing price inflation, which has been of greater magnitude than 
inflation in all consumer items, investments in housing mortgages declined 
by 7.5 per cent between 1970 and 1976, °° 
The composition of this investment changed as well. Investments 
in assisted rental housing production by private entrepreneurs declined from 
just under 23 per cent of the total to just under 12 per cent. Total 
investment in rental housing declined from 56.2 per cent of the total capital 
budget in 1970 to 35.9 per cent in 1974, climbing again to 54.8 per cent in 
1976, chiefly as a result of increased allocations for community housing 
(non-profit and co-operative) and, to a lesser extent, public housing. The | 
picture with respect to allecation for home Ownership is the reverse. The 
assisted home ownership program increased from 12.3 per cent of the capital 
budget in 1970 to 35.9 per cent in 1974, then declined to 12.8 per cent for 
1976 as a result of the federal housing action program and the transfer 
of first mortgage commitments for the home ownership program to private 
sector financing. The federal government now provides second mortgage 
assistance with delayed low interest repayment to those who need it. Direct 
loans for home ownership on the private market have declined steadily from 
over 22 per cent of the total in 1970 to only 3.3 per cent in 1976. 
Chart 3, depicts this over-all shift in pattern between 1970 and 
1976. From 1970 to 1974, the allocation clearly shifted in the way 
hypothesized above. That is, the federal government shifted its priorities 
away from those programs, namely public housing, that absorbed a lot of 
funds for each household assisted towards programs that required less 
assistance per household, namely the Assisted Home Ownership Program. In 
fact, the decline in federal capital budget allocations towards rental 
housing is undoubtedly responsible for some of the decline in rental vacancy 
rates experienced in recent years. For instance, in 1970, CMHC provided 





TABLE 17 
CMHC CAPITAL EXPENDITURES AND BUDGETS, 1970-1976 ($ MILLIONS) 





32, In December 1975 the C.P.I. for all items Stood at 144.3, and the 
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Nlousing Statistics (various dates) and estimates tabled in House of Commons by the Minister of 


State for Urban Affairs. 


mortgages for approximately 48,000 multiple-family units, while in 1974 
they provided mortgages for less than 21,000. The number of privately 
initiated (without CMHC mortgages or assistance) multiple-family housing 
starts was actually greater in 1974 than in 1970, despite the fact that 

the total number had declined from 120,000 to 100,000.27 In the same 
period, rental apartment vacancies declined from 4.7 to 1.2 per cent. Not 
only did federal assistance priorities shift from rental to home ownership, 
from income groups in great need to those with lesser unmet needs, but this 
shift may also have been one factor underlying the current shortage of 
rental housing, 

In 1975 and 1976, attempts were made by the federal government to 
rectify the trends that prevailed from 1970 to 1974. The public and 
community housing programs have grown considerably. Under the federal housing 
action program introduced in late 1975 the private, institutional lenders 
generate the first mortgage funds required for the assisted rental and 
home ownership programs. The federal government provides only the second 
mortgage and grant assistance, and is thus able to allocate more funds 
to other programs without increasing its over-all funding level by more than 
the amount of current inflation. 

Another change which has taken place in CMHC's capital budget in 
recent years is a substantial increase in the proportion of the budget 
allocated towards land and infrastructure programs. CMHC allocated eight 
per cent of its 19/76 budget towards land acquisition and 13 per cent towards 
trunk sewer and water mains and sewage treatment plants, a total of 21 per 
cent for the land and infrastructure programs. In 1970, nine per cent of 
the capital budget was allocated towards these programs. 

Provincial housing programs, where there are separate assistance 
orograms or where additional provincial assistance is stacked atop federal 
programs, have tended to go in the same direction as the federal programs 
from 1970 to 1974. The shift that occurred at the federal level since 1974 


has not beer duplicated in most provinces. That is, they have tended to 


effrey Patterson and Ken Watson, Rent Stabilization: A Review of 
Current Policies in Canada (Ottawa: CCSD, 1976), p. 37, 
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Chart III 
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favor home ownership over rental assistance. Nova Scotia has placed a total 


ban on new public housing units, but it has continued to provide home ownership 


assistance through building co-operatives. The Ontario Home Ownership 
Made-Easy (HOME) program has continued to grow. Meanwhile, the province 
has continued to build public housing, but nearly 70 per cent of it was 

for the elderly in 1975. Alberta's housing programs are oriented in a 
similar way. There are two home ownership assistance programs. Public 
housing construction continued to occur, but it is increasingly for senior 
citizens rather than for families. In 1975, approximately 72 per cent of 
public housing production was for senior citizens, the highest level in 

the country. British Columbia presents a mixed picture. On the one hand, 
the new Social Credit government has retained the home ownership assistance 
programs of previous governments and largely discontinued assistance to 
community housing groups, but, on the other hand, it is adding assistance 
to that provided by the federal government under its assisted rental program 
in an effort to make the units provided more accessible to those of low 

and moderate income. 

Other distortions may also be resulting from the direction and 
intensity of housing and land price movements. Data obtained with respect 
to the federal government's assisted home ownership program is illustrative 
of this. From 1971 to 1975, per capita disposable incomes of Canadians 
increased by 63 per cent, while the average family incomes of AHOP 
borrowers increased by 85 per cent. This actually understates the increase, 
as the program has gradually become more oriented towards those provinces 
of lower income since its initiation in 1970-71. Table 18 shows income 
trends of AHOP borrowers by province. The weighted averace of these incomes 
increased by over 115 per cent between 1970-71 and 1975. Only Saskatchewan, 
which provides considerable assistance of its own, was able to keep serving 
the same relative income group. 
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TABLE 18 


INCOME TRENDS, ASSISTED HOME OWNERSHIP BORROWERS, 


Province 


Newfoundland 

Prince Edward Island 
Nova Scotia 

New Brunswick 

Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 


Newfoundland 

Prince Edward Island 
Nova Scotia 

New Brunswick 

Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 


1970-71 


5760 


6450 
5480 
6280 
7050 
5930 
5640 
5370 
5990 


100 
100 
100 
100 
100 
100 
100 
100 
100 


BY PROVINCE, 1970-71 to 1975 


Median/Average Income 


1972 


5572 
5361 
6390 
5748 
7140 
7825 
5833 
6748 
5982 
6635 


1973 


7112 
6065 
6844 
5828 
7807 
8708 
6875 
7083 
6586 
6998 


1974 


9,748 
8,680 
10,296 
12,183 
10,814 
11,069 
9,221 
10,554 


11,406 


Index (1970-71 = 100) 


96.7 
100.0 

99.1 
104.9 
113.7 
111.0 

98.4 
119.6 
111.4 
110.8 


123.5 
113.1 
106.1 
106.4 
124.3 
123.5 
115.9 
125.6 
122 .6 
116.8 


169.2 
161.9 
159.6 
222.3 
172.2 
157.0 
153.45 
187.1 
177.7 
190.4 


SOURCES: Derived From CMHC, Canadian Housin Statistics. 


Table 99, 
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1975 


12,123 
11,605 
13,647 
13,850 
13,574 
42,159 

9,076 
11,767 
13,108 


210.5 
216.5 
193.8 
249.0 
220.5 
92.5 
205.0 
160.9 
219.1 
218.8 


1971, 
Table 102; 1972, Table 101; 1973, Table 104, 1974, Table 98, 1975, 


Table 19 also provides comprehensive information on income movements of 
AHOP beneficiaries versus the population as a whole. 

As was indicated above, there has been a considerable geographic 
shift in this program as well. It has become much more oriented towards 
low cost areas, aS restrictions on price increases have not kept pace 
with actual price movements, especially in centres with high production 
costs. This trend 1s so pronounced that a committee of the British 
Columbia legislature recently recommended that the government: 


Review ceiling prices on AHOP to ensure that_jt is feasible 
in all areas, particularly the inner cities.- 








TABLE 19 
INCOME TRENDS, ASSISTED HOME OWNERSHIP BORROWERS, CMHC, 
1970-1975 
Income 1970-71 1972 1973 1974 1975 
$0-3,999 0.7 O.5 0.2 
4 ,000~-5 ,999 45.5 16.1 14.0 } 2.8 6.4 
6, 000-7 ,999 44.6 SF «ll 47.8 / 
8, 000-9 ,999 9.2 19.4 38.0 39.6 23.0 
10 ,000-12,499 = - we 45.0 44.0 
12,500-14 ,999 é 12.6 18.6 
15 ,000 7 8.0 
Median Averge $6112 $6916 $7632 $10,672 $11,312 
Weighted Mean (Average by $6112 $6881 $7488 $10,824 $13,147 
Province) 
Index (1971 = 100) 100.0 113.2 124.9 174.6 185.1 
Weighted Index by Province 100.0 112.1 122.5 177.1 215.1 
(1971 = 100) 
Personal Disposable Income $2769 $3093 $3501 $3980 $4515 
Per Capita 
Index (1971 = 100) 100.0 iil.? 126.4 143.7 163.0 
Consumer Price Index 100.0 104.8 112.7 125.0 138.5 
(1971 = 100) 
Total New Dwelling Cost Index 100.0 106.2 119.4 143.0 160.5 
(14971 = 106) 
E SOURCES: CMHC Canadian Housing Statistics, 1971, Table 102; 1972, Table 101; 
a3/3, table 104; 1974, Table 98; 1975, Tables 23, 99, 102 and 106. 
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t Conmittee on Housing, “Report of the Chairman to the Minister of 
cipal Aftairs and Housing" (Victoria: mimeo, October 1976), p. 22. 





The possible links between housing and land price movements and 
social housing policies have been described above. It has been shown that 
there has been no appreciable increase in total government capital 
expenditures for housing, and that there may in fact have been a slight 
decline. There has also been a shift away from programs requiring large 
subsidies per unit of output, although this shift is now less pronounced 
than it was in the 1970 to 1974 period, and that the incomes of beneficiaries 
of some housing programs may be increasing at a much faster rate than 
incomes in general. All of these phenomena are undoubtedly influenced 
by housing and land price movements, although other variables are also 
involved. Some shifts are in a direction that might be judged socially 


desirable, 
Conclusion 


A number of points have been addressed in some detail above. It has 
been shown that lot prices, at least in the case of the single family 
detached dwelling with a mortgage insured under the National Housing Act 
have increased as a portion of total housing costs and that these increases 
have been most intensive in a few urban centres. There is no evidence 
that a different conclusion would prevail if we had more accurate data 
for other types of dwellings or dwellings financed outside of the 
provisions of the NHA. 

There is little evidence, however, that the price of land for 
new dwellings is in itself the cause of higher housing prices, as in 
most centres the prices of existing housing have increased at a faster 
rate than those for new housing over the past decade. 

The price of housing itself is a product of the equilibrium of 
supply and demand in the market place, the productivity of urban land 
being a factor which must influence this equation, the price at which 
urban land will be forthcoming on to the market place. It is difficult 
to say whether recent housing price increases stem from shortages of 
supply or from increases in demand. Supply-demand relationships are 
impossible to verify empirically. There are reasons to believe that 
relative demand might have increased in recent years. There is also 
evidence of critical supply problems. 
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The accessibility of home ownership has gradually been eroded 
over the past ten years, the largest declines having occurred in the past 
three years. Rising interest rates have been a major factor in this. 
Housing and land prices have increased at a faster rate than incomes for 
at least the period 1971-1976. The incidence of these shifts is borne most 
heavily by those of low and moderate income, and it is these same groups, 
those in the first and second lowest income aroups, that have the most 
intractable affordability problems, as well as the highest incidence of 
inadequate housing. 

Recent housing and land price movements have also had a detrimental 
impact on social housing policies. Growing difficulty in obtaining affordable 
housing on the part of moderate and middle income families has led to a 
shift in federal and provincial housing programs towards meeting the needs 
of these families. Fewer and fewer benefits of government programs are 
going to the centres with high housing costs. 

This background paper leads to the conclusion that serious steps need 
to be taken to address these imbalances. The four technical papers being 
presented for discussion and consideration provide a basis for action. 

Short of such reform, and in addition, efforts are required to 
assure that the living standards of households of low and moderate income 
do not suffer as a result of current trends. A strategic land and housing 
policy might prove adequate in this respect. 
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DISCUSSION 


George Proud, 

Minister Responsible for Prince Edward Island Housing Corporation. 

Whether or not there is a housing crisis as such may not be known, but 

in Prince Edward Island, even though we may have a population of only 

100,000 and only 250 subsidized housing units, we definitely have 

serious problems. There are in Charlottetown today some 400 houses for 

Sale. Yet, in the same area, we are building a large number of houses 

requiring subsidies. Houses on the market require at least a 25 per cent 

down payment. Families use our own co-operative housing program or CMHC's 

AHOP program because they cannot afford to buy the new homes on the market. 
You said that the effects of CMHC's changes on the AHOP program 

are not known yet. Since they changed the AHOP subsidy from a grant to 

an interest-reduction loan, our co-operative program has just gone down the 

drain. We had hoped to have at least 200 starts for 600 applicants. There 

have only been 42, because we have not been able to assure people that, 

no matter what happens, no more than 30 per cent of their income will have 

to be earmarked for mortgage payments and local property taxes. 


Brian Bourns, 

Alderman, City of Ottawa 

Regarding urban land prices, I would like to challenge the basic assumption 
that the rise in the value of land and cost of the land in urban areas is 

a bad thing. I think that it is, in fact, a very positive thing from the 
urban land use point of view. I think that there are very good reasons 

to explain the disappearance of the single family dwelling. 


8] 


